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Q. Please state your name and business address.

A. My name is David R. Carpenter. My business address is 4720 Piedmont

Row Drive, Charlotte, North Carolina.

Q. By whom and in what capacity are you employed?

A. I am employed by Piedmont Natural Gas Company ("Piedmont" or

"Company" ) as Managing Director Regulatory Affairs.

Q. Are you the same David R. Carpenter that filed direct testimony in

this proceeding?

A. Yes.

10

12

13

14

16

17

Q. What is the purpose of your rebuttal testimony?

A. The purpose of my rebuttal testimony is to respond to several matters

raised in the prefiled direct testimony of Office of Regulatory Staff

witnesses Carey M. Flynt and Daniel I'. Sullivan.

Q. What matters do you intend to address in your rebuttal testimony?

A. My rebuttal testimony will address Piedmont's position on the ORS'

proposed accounting adjustments, the continuing investigation into

inventory and commodity true-up matters, and Piedmont's failure to file

18 required reports.

19 Q. What is Piedmont's position on the ORS' proposed accounting

20 adjustments?

21

22

A. Many of the adjustments identified by the ORS were the result of the

joint investigatory efforts of the ORS auditors, Piedmont's gas cost
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accounting personnel and Piedmont's outside consultants and the

Company agrees that they are correct. Several other proposed

adjustments are the result of the ORS auditor findings alone and we

agree with those as well. All of these adjustments are reflected in either

Mr, Thornton's original exhibits or in the ORS testimony and exhibits.

Q, Please explain the Company's position on the ORS proposal that

Piedmont continue to investigate and report back to the ORS and

Commission on issues relating to the Company's Review Period

commodity true-up mechanism and inventory balances.

10 A. We agree with both the need to conduct additional investigation into

these two areas of Piedmont's Review Period gas costs and ORS'

12 proposed procedures and timeline for that process.

13

14

Q. Given that the Commission expanded the time for hearing of this

proceeding at the Company's request, why are these additional

15 procedures needed?

16

17

18

19

20

21

A. As was alluded to in the ORS testimony and in my direct testimony,

Piedmont has been heavily engaged with its new gas cost accounting

personnel and its outside gas cost consultants in trying to accomplish

three critical tasks during the period this proceeding has been pending.

These tasks were to (1) identify and remedy weaknesses in Piedmont's

existing gas cost accounting systems and practices, (2) investigate and
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10

12

13

14

15

16

17

19

20

21

restate its gas costs for much of the review period applicable to this

proceeding, and (3) initiate efforts to redesign its entire gas cost

accounting processes and systems, These efforts were being undertaken

at the same time the Company was participating in two separate

prudence review proceedings (including this one) and simultaneous with

Piedmont's efforts to train and incorporate its new gas cost accounting

personnel into this functional area. These efforts were tremendously

challenging and required the Company to expend substantial efforts to

try to satisfy the many demands placed on its gas cost accounting

functionality and personnel during this period. Although we tried very

hard, we were simply unable to run down every single open issue prior

to the time testimony was due to be filed in this proceeding, even under

the extended schedule.

In addition, the nature of gas cost accounting is such that the timing and

amount of some cost entries are critical components in the calculation of

other entries. Because Piedmont knew that it had issues with the

accounting for some of its review period cost of gas items, it did not

make sense to attempt to finalize the commodity true-up calculation

until all cost of gas entries were resolved.

Q. Are the remaining issues significant?

A. Piedmont believes that there should be no open issues about its gas costs
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at this point in this proceeding and, therefore, the fact that there are even

a few remaining issues that require additional investigation is very

significant to Piedmont. From the perspective of total value or the likely

impact on the aggregate amount of review period gas costs, however, the

remaining issues are not substantial.

Q. Why did Piedmont fail to make required report filings and to

transfer hedging balances as approved in the Company's last annual

prudence proceeding?

10

12

13

14

15

16

17

18

19

20

21

A. As I mentioned in my direct testimony, Piedmont appointed a new

manager of gas cost accounting in the spring of 2006 as part of its

overall restructuring efforts and in order to improve its functionality in

gas cost accounting. Following that appointment, it gradually became

apparent both that the problems in this area were much more significant

than originally believed and that the new manager of this function did

not have the necessary level of expertise or experience to resolve these

problems. Beginning during this period, Piedmont ceased making its

required report filings and also failed to transfer hedging balances to

Account 253.04 as anticipated by the Commission's Order in

Piedmont's last annual prudence review proceeding. Piedmont regrets

this failure, which was inadvertent in nature, and has agreed to initiate

making these required reports on a going forward basis effective
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November 1, 2007. Piedmont will also file the missing reports from

prior periods once the review period gas costs at issue in this proceeding

are approved by the Commission.

Q. Does this conclude your rebuttal testimony?

A. Yes.
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